
• 31,1998, and (iv) all other reports or registration statements filed by GTE with the SEC since
Januaty 1, 1995, including without limitation all Annual Reports on Form ll-K filed with
respect to the GTE Plans (collectively, the "GTE SEC Reports", with such GTE SEC Reports
filed with the SEC prior to the date hereof being referred to as "GTE Filed SEC Reports").
The GTE SEC Reports (i) were prepared substantially in accordance with the requirements of
the 1933 Act or the Exchange Act (as defined in Section 10.4 hereof), as the caSe may be, and
the rules and regulations promulgated under each ofsuch respective acts, and (ti) did not at
the time they were filed contain any untrue statement of a material fact or omit to state a
material fact required to be stated thereinornecessary in order to make the statements therein,
in the light ofthe circumstances under which they were made, Dot misleading.

(b) The financial statements, including all related notes and schedules, contained
in the GTE SEC Reports (or incorporated by reference therein) fairly present the consOlidated
financial position of GTE and its Subsidiaries as at the respective dates thereof and the
consolidated results oftlperations and cash flows ofGTE and its Subsidiaries for the periods

- indicated. in accordance with GAAP applied on a consistent basis throughout the periods
involved (except for changes in accounting principles disclosed in the notes thereto) and
subject in the case of interim financial statements to normal year-end adjustments.

SECTION 4.7 -Abs-enceojCertain Chtmges or Events. Except as disclosed in the
GTE Filed SEC Reports and in Section 4.7 ofthe GTE Disclosure Schedule, since December
31, 1997, and except as permitted by this Agreement or consented to hereunder, GTE and its
Subsidiarieshave not incmredany material liability required tobedisclosed onabalance sheet
of GTE and its Subsidiaries or the footnotes thereto prepared in conformity with GAAP,
except in the ordinary course oftheir businesses consistent with their past practices, and there
has not been any change, or any event involving a prospective change, in the business,
financial condition or results ofoperations ofOTE-or any ofits Subsidiaries which has had,
or is reasonably likely to have, a Material Adverse Effect on GTE, and GTE and its
Subsidiarieshave conductedtheir respective businesses in the ordinary course consistent with
their past practices.

SECTION 4.8 - Litigation. There are no claims, actio~ suits, proceedings or
investigations pending or, to GTE's knowledge, threatened against GTE or any of its
Subsidiaries, or any properties or rights ofGTE or any of its Subsidiaries, by or before any
GovernmentalEntity, exceptfortbosethat arenot, individuallyorinthe aggregate, reasonably
likely to have a Material Adverse Effect on GTE or prevent, materially·delay or intentionally
delay the ability ofGTE to consummate transactions contemplated hereby.

SECTION 4.9 - Permits; No Violation ofLaw. The businesses of GTE and its
Subsidiaries arc not being conducted in violation of any statute, law, ordinance, regulation,
judgment, orderordecree ofany Governmental Entity (including any stock exchange orother
self-regulatory body) C'Legal Requirements"), or in violation of any permits, franchises,
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-. licenses, authorizations, certificates, variances, exemptions, orders, registrations or consents
that are granted by any Governmental Entity (including any stock exchange or other self
regulatory body) ("Permits"), except for possible violations none ofwhich, individually or in
the aggregate, may reasonably be expected to have a Material Adverse Effect on GTE. No
investigation or review by any Governmental Entity (including any stock exchange or other
self-regulatory body) with respect to GTE or its Subsidiaries in relation to any alleged
violation of law or regulation is pending or, to GTE's knowledge, threatened, nor has any
Governmental Entity (including any stock exchange or other self.regulatory body) indicated
an intention to conduct the same, except for such investigations which, if they res.ulted in
adverse findings, would not reasonably be expected to have, individually or in the aggregate,
a Material Adverse Effect on GTE. Except as set forth in Section 4.9 ofthe GTE Disclosure
Schedule, neither GTE nor any ofits Subsidiaries is subject to any cease and desist or other
order, judgment, inj1D1ction or decree issued by, or is a party to any written Agreement,
consent Agreement or memorandum. ofunderstanding with, or is a party to any commitment
letter or similar 1D1dertaldng to, or is subject to any order or dIrective by, or has adopted any
board resolutions at the request of, any Governmental Entity that materially restricts the
conduct of its business or which may reasonably be expected to have a Material Adverse
Effect on GTE, nor has GTE or any of itS Subsidiaries been advised that any Governmental
Entity is considering issuing or requesting any ofthe foregoing. None ofthe representations
and warranties made in this S~tion4.9 are being made with respect tQ..Environmental Laws.

SECTION 4.10 -Joint Proxy Statement. None ofthe information supplied or to be
supplied by or on behalfofGTE for inclusion or incoIpOrationby reference in the registration
statement to be filed with the SEC by Bell Atlantic in connection with the issuance ofshares
ofBell Atlantic Common Stock in the Merger (the "Registration Statement") will, at the time
the Registration Statementbecomeseffective under the 1933 Act, containany untrue statement

- ofa material fact or omit to state any material fact~ to be stated therein or neeessary
to make the statements therein, in the light ofthe circumstances underwhich they were made,
not misleading. None of the information supplied or to be supplied by or on behalfofGlE
for inclusion or incorporation by reference in the joint proxy statement, in definitive form,
relating to the meetings ofGTE and Bell Atlantic stoclcholders to be held in connection with
the Merger, or in the related proxy and notice of meeting, or soliciting material used in
connection therewith (refer:red to herein collectively as the "Joint Proxy Statement") will, at
the dates mailed to stockholders and at the times ofthe GTE stockholders' meeting and the
Bell Atlantic stockholders' meeting, contain any untrue statement ofa material fact or omit to
state any material fact required to be stated therein or necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not
misleading. The Registration Statementand the Joint Proxy Statement (exceptfor information
relating solely to Bell Atlantic) will comply as to form in all material rcspccts with the
provisions ofthe 1933 Act and the Exchange Act and the rules and regulations promulgated
thereunder.
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SECTION 4.11 - Employee Matters; ERISA. (a) Except where the failure to be true
would not, individually or in the aggregate, have.a Material Adverse Effect on GTE, "(i) each
GTE Plan has been operated and administered in accordance with applicable law, including
but not limited to the Employee Retirement Income Security Act of 1974, as amended
('-ERISA"), and the Code, (ii) each GTE Plan intended to be "qualified" within the meaning
ofSection 401(a) ofthe Code is so qualified, (ill) except as required by COBRA, 'no GTE Plan
provides death or medical benefits (whether or not insured), with respect to cmrent or former
employees ofOTE or ofany trade or business, whether or not incorporated, which together
with GTE would be deemed a "single employer" within the meaning of Section 4001 of
ERISA (a "GlE ERISA Affiliate"), beyond their retirement or other termination ofservice,
(iv) no liability under Title IV of ERISA has been incurred by GTE or any GTE ERISA
Affiliate that has not been satisfied in full, and no condition exists that presents a material risk
to GTE or any GTE ERISA Affiliate of incurring any such liability (other than PBGC
premiums), (v) all contributions or otheramounts due from GTE or any GlE ERlSA Affiliate
with respeCt to each GTE Plan have been paid in full, (vi) neither GTE nor any GTE ERISA

. Affiliate has engaged iJ;1 a transaction in connection with which GlE orany ofits Subsidiaries
could reasonably be expected to be subject to either a civil penalty assessed pursuant to
Section 409 or S02(i) ofERISA ora taX imposed pursuant to Section 4975 or 4976 of the
Code, (vii) to the best knowledge of GTE there are no pending, threatened or anticipated
claims (other than routine claiJ;ns for.benefits) by,~nbehalfofor against any GTE Plan or-any
trusts related thereto, and (viii) neither the execution and delivery ofthis Agreement nor the
consummation of the transactions contemplated hereby will (A) result in any payment
(including, without limitation, severance, unemployment compensation, golden parachute or
otherwise) becoming due to any director or any employee ofOTE or any of its Subsidiaries
under any GTE Plan or otherwise, (B) materially increase any benefits otherwise payable
under aIlY GTE Plan or (C) result in any acceleration ofthe time ofpayment or vesting ofany
such benefits. . . .-

- (b) For PUIpOses oftbis Agreement, "GlE Plan" shall mean each deferred
compensation, bonus or other incentive compensation, stock purchase, stock option or other
equitycompensationplan, prognun, agreement orarrangement; eachseveranceortermination
pay. medical. surgical, hospitaUzation.life insurance orother "welfare" Plan. fund or program
(within the meaning of section 3(1) of ERISA); each profit-shariJ1& stock bonus or other
"pension" plan, fund or program (within the meaning of section 3(2) of ERISA); each
employment, terminationorseveranceagreement; and eachotheremployee benefitplan, fund,
program, agreement orarrangement, in each case, that is sponsored, maintained or contributed
to or required to be contributed to by GTE or by any GTE ERISA Affiliate or to which GTE
or any GTE ERISA Affiliate is party, whether written or oral, for the benefit ofany employee
or former employee of GTE or any GTE ERISA Affiliate.

SECTION 4.12 - Labor Matters. Neither GTE nor any of its Subsidiaries is the
subject ofany material proceeding asserting that it or any of its Subsidiaries bas committed
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an unfair labor practice or is seeking to compel it to bargain with any labor union or labor
organization nor is there pending or, to the actual knowledge of its executive officers,
threatened in writing, nor has there been for the past five years, any labor strike, dispute,
walkout, work stoppage, slow-down or lockout involving it or any of its Subsidiaries, except
in each case as is not, individually or in the aggregate, reasonably likely to have a Material
Adverse Effect on OlE.

SECTION 4.13 - Environmental Matters. Except for suchmatters that, individually
or in the aggregate, are not reasonably likely to have a Material Adverse Effect on GTE: (i)
each ofOTE and its Subsidiaries bas complied with all applicable Environmental Laws (as
defined below); (il) the properties currently owned or operated by it or any ofits Subsidiaries
(including soils, groundwater, surface water, buildings or other structures) are not contami
nated with any Hazardous Substances (as defined below); (iii) the properties formerly owned
or operated by it or any ofits Subsidiaries were not contamjnated with Hazardous Substances
dming the period ofownership or operation by it or any ofits Subsidiaries; (iv) neither it nor

. any of its Subsidiaries is subject to liability for any Hazardous Substance disposal or
contamination on any third party property; (v) neither it nor any Subsidiary has been
associated with any release or threat ofrelease ofany Hazardous Substance; (vi) neither it nor
any Subsidiary has received any notice, demand, letter, claim or request for information
alleging that it or any of"'i~~ Subsidiaries may be in violation of or liable under any
Environmental Law (including any claims relating to electromagnetic fields or microwave
transmissions); (vii) neither it nor any of its Subsidiaries is subject to any orders, decrees,
injunctions orotherarrangements with any Governmental Entity or issubjectto any indemnity
or other agreement with any third party relating to liability under any Environmental Law or
relating to Hazardous Substances; and (viii) there are not circumstances or conditions
involving itorany ofits·Subsidiaries that could reasonablybe expected to result in any claims,
liability, investigations, costs or restrictions on the oWnership, usc, or transfer of any of its

. properties pursuant to any Environmental Law.

As used herein and in Section 5.13, the term "Environmental Law" means any
law relating to: (A) the protection, investigation or restoration ofthe environment, health,
safety, or natural respun:es, (B) the handling, use, presence, disposal, release or threatened
release ofany Hazardous Substance or (C) noise, odor, wetlands, pollution, contamination or
any injury or threat of injmy to persons or property in connection with any Hazardous
Substance.

Asused herein and in Section 5.13, the term "Hazardous Substance" means any
substance that is: listed, classified or regulated pursuant to any Environmental Law, including
any petroleum product or by-product, asbest05-COntaining material, lead-eontaining paint or
plumbing, polychlorinated biphenyls, radioactive materials or radon.
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SECTION 4.14 - BoardAction; Vote Required; Applicability afSection 912. (a) The
Board ofDirectors of GTE has unanimously determined that the transactions contemplated
by this Agreement and the Option Agreements are in the best interests of GTE and its
stockholders and has resolved to recommend to such stockholders that they vote in favor
thereof.

(b) The approval of the Merger Agreement by two-thirds of the votes of all
outstanding shares entitled to vote thereon by all holders ofGTE Common Stock is the only
vote ofthe holders ofany class or series ofthe capital stock ofGTE required to approve this
Agreement, the Merger and the other tIansactions contemplated hereby. The provisions of
Section II.A of the Certificate of Incorporation of GTE will not apply to the transactions
contemplated by this Agreement and the Option Agreements.

(c) The provisions ofSection 912 ofthe NYBCL will not, assuming the accuracy
ofthe representations cont8med inSection5.20 hereof(Witboutgivingeffect to the knowledge

. qualification therein), applyto this Agreement orany ofthe transactions contemplatedhereby.

SECTION 4.15 - Opinions ofFiriancialAdvisors. GTE has received the opinions of
Goldman, Sachs & Co. ("Goldman Sachs"), and SalomonSmithBameyInc. ("SalomonSmith

. Bamey"), each dated July 27, ..1998, to the effect tba~ as ofsuch date, the Exchange Ratio is
fair from a financial point ofview to the holders ofGTE Common Stock.

SECTION 4;16 - Bro/cers. Except for Goldman Sachs, Salomon Smith Barney and
Chase Securities Inc., the mrangements with which have been disclosed to Bell Atlantic prior
to the date hereof, which have been engaged byG~no broker, finderor investment banker
is entitled to any' brokerage, finder's, investment banking or other fee or commission in
connectionwith the transactions contemplated by thiSAgreementandthe Option:Agreements
based upon arrangements made by or on behalfofGTE or any of its .Subsidiaries.

SECTION 4.17 - Tar Matters. Except as set forth in Section 4.17 of the GTE
Disclosure Schedule:

(a) All material federal, state, local and foreign Tax Returns (as defined herein)
required to have been filed by GTE or its Subsidiaries have been filed with the appropriate
governmental authorities by the due date thereof including extensions; .

(b) The Tax Returns referred to in subpart (a) ofthis Section 4.17 correctly and
completely reflect all material Tax liabilities ofGTE and its Subsidiariesrequired to beshown
thereon;

(c) All material Taxes (as defined herein) shown as due on those Tax Returns
refmed to in subpart (a) of this Section 4.17 as well as any materiaI foreign withholding
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'. Taxes imposed on or in respeCt ofany amounts paid to or by GTE or any ofits Subsidiaries,
whether or not such amounts or withholding Taxes are referred to or shown on any Tax
Returns referred to in Section 4.17 (a) hereof, have been fully paid or adequately retlected as
a liability onGTE's or its Subsidiaries' financial statements included in the GTE SEC Reports;

(d) With respect to any period for which Tax Returns have not yet'been filed, or
for which Taxes are not yet due or owing, GTE and its Subsidiaries have made due and
sufficient accruals for such Taxes in their respective books and records and financial
statements;

(e) NeitherGTE norany ofits affiliates has taken, agreed to take oromittedto take
any action that would prevent or impede the Merger from qualifying as a tax-free reorganiza
tion under Section 368 ofthe Code;

(f) No deficiencies for any Taxeshave beenpropoSed, assertedorassessed against
GTE or any ofits Subsidiaries that are not adequately reserved for under GAAP, except for
deficiencies that individually or in the aggregate would not have a Material Adverse Effect
on GTE;

(g) OlE is not aware ofany material liens for Taxes upon any assets ofGTE or _
any ofits Subsidiaries apart ftom liens"for Taxes not yet due and payable; and» (h) As used in this Agreement, "Taxes" shall include all (x) federal, state, local or
foreign income, property, sales, excise, use, occupation, service, transfer, payroll, franchise,
withholding:and othertaxes orsimilargovernmental charges, fees, levies orotherassessments
including any'interest, penalties or additions with respect thereto, (y) liability for the payment
of any amounts of the type described in clause (x) as a result of being a member of an
affiliated, consolidated, combined or unitaty group, and (z) liability for the payment of any
amounts as a result ofbeing party to any tax sharing agreement or as a result ofany express
or implied obligation to indemnify any other person with respect to the payment of any
amounts ofthe type descn"bed in clause (x) or (y). As used in this Agreement, "Tax Return"
shall include any declaration, return, report, schedule, certificate, statement or other similar
document (including relating or supporting information) required to be filed or, where none
is required to be filed with a taXing authority, the statement or other document issued by a
taxing authority in connection with any Tax, including any information return, claim for
refund, amended return or declaration ofestimated Tax.

SECTION 4.18 - Intellectual Property; Year 2000.

~.

(a) . As used in this Agreement, "GTE Intellectual Property" means all of the
following whicharenecessary to conduetthebusiness ofOTE and its Subsidiariesaspresently
conducted or as cmrently proposed to be conducted: (i) trademarks, trade dress, service
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• marks, copyrights, logos, trade names, corporate names and all registrations and applications
to register the same; (ii) patents and pending patent applications; (iii) all computer software
programs, databases and compilations (collectively, "Computer Software"); (iv) all
technology, know-howand trade secrets; and (v) all material licensesand agreements to which
GTE or any of its Subsidiaries is a party which relate to any ofthe foregoing.

(b) GTE or its Subsidiaries owns or has the right to use, sell or license all GTE
Intellectual Property, free and clear ofall liens or encumbrances, and all registrations ofGTE
Intellectual Property are valid and enforceable and have been duly recorded and maintained,
except, in each case, as would not, individually or in the aggregate, have a Material Adverse
Effect on GTE.

(c) To the knowledge ofGTE, the conduct ofGTE's and its Subsidiaries' business
and theuseofthe GTE IntellectualProperty doesnotmaterially infringe, violateormisuse any
intellectual property rights or any other proprietary right of any person or give rise to any

. obligations to any person as a result of co-authorship, and neither GTE nor any of its
Subsidiaries has received any notice, not satisfactorily resolved, ofany claims or threats that
GTEs or its Subsidiaries' use ofany ofthe GTE Intellectual Property materially infringes,
violates or misuses, or is otherwise in conflict with any intellec:tual property or proprietary
rights ofany third party or that any ofthe GTE Intellectual Property is invalid or unenfo.!"ce
able that would, individually or in the aggregate, have Ii Material Adverse Effect on GlE.

(d) . GTE and its Subsidiaries have used reasonable efforts to maintain the
confidentiality oftheir trade secrets and other confidential GTE Intellectual Property.

(e) GTE has undertaken a coJicerted effort to~ that all of the Computer
Software~compUter fumware, computer hardw8re (Whether general or special purpose), and
other similar or related items ofautomated, computerized, and/or software system(s) that are
to be used or relied on by GTE or by any ofits Subsidiaries in the conduct oftheir respective
businesses will not malf\mctiOD, will not cease to function, will not generate incorrect data,
and will not provide incorrect results when processing, providing and/or receiving (i) date
m~~~~~~~~~~~~~~~~OO~~~~

inconnection with any valid date in the twentieth and twenty-first centuries. GTE reasonably
believes that such effort will be successful.

SECTION 4.19 - Insw-ance. Except as set forth in Section 4.19 of the GTE
Disclosure Schedule, each of GTE and each of its Significant Subsidiaries is, and bas been
continuously since January 1,1987 (or such later date as such Significant Subsidiary was
organized or acquired by GTE), insured with financially responsible insurers insuch amounts
and against such risks and losses as arc customary for compani~conducting the business as
conducted by GTE and its Subsidiaries during such timeperiod. Except as set forth in Section
4.19 of the-GTE Disclosure Schedule; since January I, 1995, neither GTE nor any of its
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-.• Subsidiaries has received notice ofcancellation or tennination with respect to any material
insurance policy of GTE or its Subsidiaries. The insurance policies of GTE and its
Subsidiaries are valid and enforceable policies.

SECTION 4.20 - Ownership ofSecwities. As ofthe date hereof, neither GTE nor,
to GTE's knowledge, any of its affiliates or associates (as such terms are deflDed under the
Exchange Act), (i) beneficially owns, directly or indirectly, or (il) is party to any agreement,
amngement or understanding for the pmpose ofacquiring, holding, voting or disposing of,
in each case, shares ofcapital stock ofBell Atlantic, which in the aggregate represent 1()OJ"o or
more ofthe outstanding sharesofBell Atlantic Common Stock(other thansharesheld by GTE
Plans and the Bell Atlantic Option Agreement).

SECTION 4.21-Certain Contracts. (a) All contracts descn'"bed in Item 601 (b)(10)
of Regulation S-K to which GTE or its Subsidiaries is a party or may be bound ("GTE
Contractsj- have been filed as exhibits to, or incorporated by reference in, GTE's Annual

. Report onForm 10-KfortheyearendedDecember31, 1997. All GTE Contraets are valid and
in full force and effect on the date hereofexcept to the extent they have previously expired in
accordance with their terms or ifthefailme to be in full force and effect, individually and in
the aggregate, would Dot reasonably be expected to have a Material Adverse Effect on. GlE.
Neither GTE Dor any ofits Subsidiaries has violated any provision gf, or committed or failed
to perform any act which with or without notice, lapse of time or both would constitute a .
default under the provisions of, any GTE Contract, except in each case for those GTE
Contractswhich, individuallyand in the aggregate, would not reasonablybe expected to result
in a Material Adverse Effect on GTE. .

(b) Set forth in Section 4.21 of the GTE Disclosure Schedule is a list of each
contract, agreement or arrangement to which GtE army ofits Subsidiaries is a party or may
beboundwhich is anarrangement IimitingorteStrainingBellAtlantic,GTE, any Bell Atlantic
or GTE Subsidiary or any successor thereto from engaging or competing in any business
which has, or could reasonably be expected to have in the foreseeable future, a Material
Adverse Effect on GTE, or to GTE's knowledge, on Bell Atlantic.

SECTION 4.22 - RightsA.greement. (a) Neither Bell Atlantic Dor Merger Subsidiary
shall be deemed to be an Acquiring Person (as such term is defined in the Rights Agreeuient)
and the Distribution Date (as defined in the Rights Agreement) sball not be deemed to occur
and the Rights will not separate from GTE Common Stock, as a result of entering into this
Agreement or the Option Agreements or consummating the Merger and/or the other
transactions contemplated hereby or thereby.

(b) GTE bas taken all necessazy action with respect to all ofthe outstanding
Rights (as defined in the Rights Agreement) so that, as ofimmediately prior to the Effective
Tune, as a result ofentering into this Agreement orconsummating the MergerandIorthe other
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transactions contemplatedby this Agreement and the Option Agreements, (i) neither GTE nor
Bell Atlantic will have any obligations under the Rights or the Rights Agreement and (n) the
holders ofthe Rights will have no rights under the Rights or the Rights Agreement.

ARTICLE V - REPRESENTATIONS AND
WARRANTIES OF BELL ATLANTIC

Except as expressly disclosed in the Bell Atlantic Filed SEC Reports (as defined
below) (including all exhibits referred to therein) or as set forth in the disclosure schedule
deliveredby Bell Atlantic to GTE on the date hereof(the "Bell Atlantic Disclosure Schedule"
and together with the GTE Disclosure Schedule7 the "Disclosure Schedulesj (each section of
which qualifies the correspondingly numbered representation and warranty or covenant
as specified therein)7 Bell Atlantic hereby represents and warrants to GTE as follows:

SECTION5.1-Organization arulQualification: Subsidiaries. Each ofBell Atlantic
and each of its Significant Subsidiaries is a colpOration duly organjzed, validly existing and
in good standing under the laws of its jurisdiction ofincorporation ororganimjon. Each of
the Bell Atlantic Subsidiaries which is not a Significant Subsidiary is duly organized, validly
existing and in good standing.under the la~ofits jmisdiction ofincoxporation of organiza
tio~except for such failure wbic~whentaken togetherwithall othersuch failUTeS7 would not
reasonably be expected to. have a Material Adverse Effect on Bell Atlantic. Each of Bell
Atlantic and its Subsidiaries has the requisitecorporatepowerand authority andany necessary
governmental authority, franchise7 licenseorpermitto own, operateor lease theproperties that
it purports to own, operate or lease and to any on its business as it is now being conduet~

. ;and is duly qualified as a foreign corporation to do business, and is in good standing, in each
jmisdiction where the character ofits properties'oWri~operated or leased or the nature ofits
activities makes such qualification necessary, except for such failure whic~ when taken
together with all other such failures, would not reasonably be expected to have a Material
Adverse Effect on Bell Atlantic.

SECTION 52 -CertificateofIncorporationandBylaws. Bell Atlantic bas heretofore
fumish~orotherwise made availabl~to GTE a complete and comet copy ofthe Certificate
ofIncorporation and the Bylaws, each as amended to the date hereof: ofBell Atlantic. Such
Certificate ofIncorporation and Bylaws are in full force and effect. Neither Bell Atlantic nor
any of its Significant Subsidiaries is in violation of any of the provisions of its respective
Certificate of Incorporation or7 in any material respect, its Bylaws.

SECTION 5.3 - Capitalization. (a) The authorized capital stock of Bell Atlantic
consists of(i) 2507000,000 shares ofSeries A Preferred Stock, par value $.10 per share7 Done
of which are outstanding or reserved for issuance, and (il) 2~0,OOO7000shares of Bell
Atlantic Common Stock, ofwhich, as ofJune 30, 1998, (A) 17553,4737710 shares were issued .
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• and outstanding, (B) 22,722,614 shares were held in the treasury of Bell Atlantic and (C)
80,392,512 shares were issuable upon the exercise of options outstanding under the Bell
Atlantic option plans listed in Section 5.3 of the Bell Atlantic Disclosure Schedule. Except
for Bell Atlantic Equity Rights issued to Bell Atlantic employees in the ordinary COUIse of
business or, after the date hereof, as permitted by Section 6.2 hereofor pursuant to the Bell
Atlantic Option Agreement, (i) since June 30, 1998,no shares ofBell Atlantic COmmonStock
have been issued, except upon the exercise ofoptions and rights described in the immediately
preceding sentence, and(ii)there areno outstandingBell Atlantic EquityRights. Forpurposes
ofthis Agreement, "Bell Atlantic Equity Rights" shall mean subscriptions, options, warrants,
calls, commitments, agreements, conversionrights orotherrightsofanycharacter(contingent
or otherwise) to purchase orotherwise acquire , any shares ofthe capital stock ofBellAtlantic
from Bell Atlantic or any ofBell Atlantic's Subsidiaries at any time, or upon the happening
of any stated event, excluding' the GTE Stock Option. Section 5.3 of the Bell Atlantic
Disclosure Schedule sets forth a complete and accurate listofcertain information with respect
to all outstanding Bell Atlantic Equity Rights as ofJune 30, 1998.

(b) Except as set forth in Section 5.3 of the Bell Atlantic Disclosure Schedule, '.'
pursuant to the GTE Stock Option or, after the date hereot as pecnittedby Section 6.2 hereof,
.there are no outstanding obligations ofBell Atlantic or any ofSell Atlantic's Subsidiaries to
repurchase, redeem or Q.therwise acquire any shares ofcapital-Stock ofBell Atlantic.

(c) All of the issued and outstanding shares ofBell Atlantic Common Stock are
validly issued, fully paid and nonassessable.

(d) All of the outstanding capital stock of each of Bell Atlantic's Significant
Subsidiaries, and all of the outstanding capital stock of Sell Atlantic's Subsidiaries owned
directly or indirectly by Bell Atlantic, is duly aUthorized, validly issued, fully paid and
nonassessable. All of the outstanding capital stock of each of Be~ Atlanticts Significant
Subsidiaries is owned by Bell Atlantic free and clear ofany liens, security interests, pledges,
agreements, claims, charges or encumbrances. All of the outstanding capital stock ofBell
AtlaDtic's Subsidiaries owned directly or indirectly by Bell Atlantic is owned free and clear
ofany liens, security-interests, pledges, agreements, claims, charges or encumbrances, except
where such liens, security interests, pledges, agreements, claims, charges or encumbrances
would not, individually or·in the aggregate, have a Material Adverse Effect on Bell Atlantic.
Except as hereafter issued or entered into in accordance with Section 6.2 hereot there are no
existing subscriptions, options, warrants, calls, commitments, agreements, conversion rights
or other rights of any character (contingent or otherwise) to purchase or otherwise acquire
from Bell Atlantic or any ofBell Atlanticts Subsidiaries at any time, or upon the happening
ofany stated event, any shares of the capital stock ofany Bell Atlantic Subsidiary, whether
or not presently issued or outstanding (except for rights of first refusal to purchase interests
in Subsidiaries which are not whQlly owned by Bell Atlantic), or any of GTE's direct or
indirect interests in any Material Investment, and there are no outstanding obligations ofBell
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Atlantic or any ofBell Atlantic's Subsidiaries to repurchase, redeem or otherwise acquire any
shares of capital stock of any of Bell Atlantic's Subsidiaries or securities related to any
investments, other than such as would not, individually or in the aggregate, have a Material
Adverse Effect on GTE.

SECTION 5.4-AuthorityRelative to thisAgreement. BellAtlanticbas the necessary
corporate power and authority to enter into this Agreement and, subject to obtaining the
requisite stockholder approval of the issuance (the "Stock Issuance") of Bell Atlantic
Common Stock pursuant to the Merger Agreement and the Certificate Amendment
(collectively~ the "BellAtlantic StockholderApproval"), to performits obligationshereunder.
The execution and delivery ofthis Agreement by Bell Atlantic and the consummation by Bell
Atlantic ofthe transactions contemplated hereby have been duly authorized by all necessary
corporate action onthe partofBell Atlantic, subject to obtainingthe BellAtlantic Stockholder
Approval. This Agreement has been duly executed and delivered by Bell Atlantic and,
asswning the due authorization, executionanddelivery thereofby the otherParties, constitutes

. a legal, valid and binding obligationofBell Atlantic, enforceable against it inaccordance with
its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other
laws relating to or affecting the rights and remedies of creditors geJierally and to general
principles ofequity (regardless ofwhether considered in a proceeding in equity or at law).

SECTION 5.5-No Conflict; RequiredFiIingsandConsents. (a)Exceptasdescn1>ed
in subsection (b) below, the execution and delivery ofthis Agreement by Bell Atlantic do not,
and the performance of this Agreement by Bell Atlantic will not, (i) violate or conflict with
the Certificate oflncorporationorBylawsofBell Atlantic, (ii) conflict with orviolate any law,
regulation, cowt order, judgment or decree applicable to Bell Atlantic or· any of its
Subsidiaries or by which any oftheir respective property or assets (including investments) is
bound or affected, (iii) violate or conflict with the certificate ofIncorporation or Bylaws of
any ofBell Atlantic's Subsidiaries;or (iv) result in any breach ofor constitute a default (or an
event which with notice or lapse of time or both would become a default) under, or give to
others. any rights of termination or cancellation of, or result in the creation of a lien or
encmnbrance on any ofthe properties orassets (including investments) ofBell Atlantic orany
ofits Subsidiaries pursuant to~ result in the loss ofany material benefit under, or result in any
modification or alteration of; or require the consent of any other party to, any contract,
instrument, pen:nit, license or franchise to which Bell Atlantic or any of its Subsidiaries is a
party or by which Ben Atlantic, any ofsuch Subsidiaries or any of their respective property
or assets (including investments) is bound or affected, except, in the case ofclauses (ii), (iii)
and (iv) above, for conflicts, violations, breaches, defaults, results or consents which,
individually or in the aggregate, would not have a Material Adverse Effect on Bell Atlantic.

(b) Except for applicable requirements, if any, of state or foreign public utility
commissionsor laws orsimilar local orstate foreign regulatory bodies orlaws, stateor foreign
antitrust or foreign investment laws and commissions, the Federal Communications
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Commission, stock exchanges upon which the securities of Bell Atlantic are listed, the
Exchange Act, the premergernotification requirements ofthe HSRAct, filing and recordation
ofappropriate merger or other documents as required by the NYBCL and any filings required
pursuant to any state securities or "blue sky" laws or the rules of any applicable stock
exchanges, (i) neither Bell Atlantic nor any ofits SignificantSubsidiaries is required to submit
any notice, report or other filing with any Governmental Entity in conn~on with the
execution, delivery or performance of this Agreement and (li) no waiver, consent, approval
or authorization ofany Govemmental Entity is required to be obtained by Bell Atlanticorany
ofits Significant Subsidiaries inconnectionwith its execution, deliveryorperformanceofthis
Agreement

SECTION 5.6 - SEC Filings; Financial Statements. (a) Bell Atlantic has filed all
forms, reports anddocuments required to be filed with the SEC sinceJanuary 1, 1995, and has
heretofore delivered or made available to GTE, in the form filed with the SEC, together with
any amendments thereto, its (i) Annual Reports on Form Io-K for the fiscal years ended
December 31, 1995, 1996 and 1997, (li) all proxy statements relating to Bell Atlantic's
meetings of stockholders (whether annual or special) held since January 1, 1995, (iii)
Quarterly Report on Form lo-Q for the fiscal quarter ended March 31, 1998, aDd (iv)all other
reports or registration statements filed·by Bell Atlantic with the SEC since January·., 1995,
including without limitation all Annual Reports on Form ll-K filed with respect to the Bell .
Atlantic Pl~ (collectively, the "Bell Atlantic SEC Reports", with such Bell Atlantic SEC
Reports filed with the SEC prior to the date hercofbeing referred to as "Bell Atlantic Filed
SEC Reports"). The Bell Atlantic SEC Reports (i) were prepared substantially in accordance
with the requirements ofthe 1933 Act or the Exchange Act, as the case may be, and the rules
and regulations promulgated under each ofsuch respective acts, and (ii) did not at the time
they were filed contain any untrue statement ofa material fact or omit to state a material (act
required to be stated therein or necessary in order to make the statements therein. in the light
of the circumstances under which they were.made, not misleading.

(b) The financial statements, including all related notes and schedules, contained
in the Bell Atlantic SEC Reports (or incorporated by reference therein) fairly present the
consolidated financial position ofBell Atlantic and its Subsidiaries as at the respective dates
thereof and the consolidated results of operations and cash flows of Bell Atlantic and its
Subsidiaries for the periods indicated in accordance with GAAP applied on a consistent basis
throughout the periods involved (except for changes in accounting principles disclosed in the
notes thereto) and subject in the case of interim financial statements to normal ycar-end
adjustments.

SECTION 5.7 - Absence ofCertain Changes 01' Events. Except as disclosed in the
Bell Atlantic Filed SEC Reports and in Section 5.7 ofthe Bell Atlantic Disclosure Schedule,
since December 31, 1997, and except as permitted by this Agreement or consented to
hereunder, Bell Atlantic and its Subsidiaries have not incuned any material liability required
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to be disclosed on a balance sheetofBell Atlantic and its Subsidiaries or the footnotes thereto
prepared in conformity with GAAP, except in the ordinary course of their businesses
consistent with their past practices, and there has not been any change, or any event involving
a prospective change, in the business, financial condition or results of operations of Bell
Atlantic or any ofits Subsidiaries which has had. or is reasonably likely to have, a Material
Adverse Effect on Bell Atlantic, and Bell Atlantic and its Subsidiaries have conducted their
respective businesses in the ordinary course consistent with their past practices.

SECTION 5.8 - Litigation. There are no claims, actions, suits, proceedings or
investigations pendingor, to Bell Atlantic'sknowledge, threatened againstBell Atlantic orany
ofits Subsidiaries, or any properties or rights ofBell Atlantic or any ofits Subsidiaries, by or
before any Governmental Entity, exceptfor those that are not, individually or inthe aggregate,
reasonably likely to have a Material Adverse Effect on Bell Atlantic or prevent, materially
delay or intentionally delay the ability ofGTE to consummate the transactions contemplated
hereby. • -

SECTION 5.9 - Permits; No Violation ofLaw. Tbe·1'usinesses ofBell Atlantic and
its Subsidiariesare not being conducted inviolation ofany Legal Requirementsor in violation
ofany Permits, except for possible violations none ofwhich, individually or in the aggregate,
may reasonably be expected.to have a Material Adverse Effect on Bell Atlantic. No
investigation or review by any Governmental Entity [mc1uiling any stock exchange or other
self-regulatol)' body) with respect to Bell Atlantic or its Subsidiaries in relation to any alleged
violation onawor regulation is pending or, to Bell Atlantic's knowledge, threatened, nor has
any Governmental Entity (including any stock exchange or other self-regulatory body)
indicated an intention to conduct the same, except for such investigations which, if they
resulted in adverse findings, would not reasonably be~ to have. individually or in the
aggregate, aMaterialAdverseEffect on Bell Atlantic:o-Except as set forth in Section 5.9ofthe
BeD Atlantic Disclosure Schedule, neither Bell Atlantic nor any ofits Subsidiaries is subject
to any cease and desist or other order, judgment, injunction or decree issued by, or is a party
to any written Agreement, consent Agreement or memorandum ofunderstanding with, or is
a party to any commitment letter or similar undertaking to. or i$ 0 subject to any order or
directive by, or has adopted any board resolutions at the request ot: any Governmental Entity
that materially restricts the conduct of its business or which may reasonably be expected to
have a Material Adverse Effect on Bell Atlantic. nor has Bell Atlantic or any of its
Subsidiaries been advised that any Governmental Entity is considering issuing or requesting
any ofthe foregoing. None ofthe representations and warranties made in this Section 5.9 are
being made with respect to Environmental Laws.

SECTION S.l0 -Joint ProxyStatement. None of the information supplied or to be
supplied by or on behalfofBell Atlantic for inclusion or incorporation by reference in the
Registration Statement will, at the time the Registration statement becomes effective under
the 1933 Act, contain any untrue statement ofamaterial fact or omit to state any material fact
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required to be stated therein or necessary to make the statements therein, in the light of the
circumstances underwbichtheywere made, notmisleading. None ofthe informationsupplied
or to be supplied by or on behalfofBell Atlantic for inclusion or incorporation by reference
in the Joint Proxy Statement will, at the dates mailed to stockholders and at the times ofthe
GTE stockholders' meeting and the Bell Atlantic stockholders' meeting, contain any untrue
statement ofa material fact or omit to state any material fact required to be stated therein or
necessary in order to make the statements therein, in the light of the circumstances under
which they were made, not misleading. The Registration Statement and the Joint Proxy
Statement (except for information relating solely to GTE) will comply as to form in all
material respects with the provisions ofthe 1933 Act and the Exchange Act and the roles and
regulations promulgated thereunder.

SECTION 5.11-Employee Matters; ERISA. (a) Except where the failme to be true
would DOt, jndividually or in the aggregate, have a Material Adverse Effect on Bell Atlantic,
(i) each Bell Atlailtic Plan bas been operated and administered in accordance with applicable

. law, including but not limited to ERISA and the Code, (ii) each Bell Atlantic Plan intended
to be "qualified" within the meaning ofSection 401(a) ofthe Code is so qualified, (iii) except
as required by COBRA, no Bell Atlantic·Plan provides death or medical benefits (whether or
not insured), with respect to current or former employees ofBell Atlanti~or ofany trade or
business, whether or not incQrporated, which together with Bell Atlantic would be deemed a
"single employer" within the meaning of Section 4001 ofERISA (a "Bell Atlantic ERISA
Affiliate"), beyond their retirement or other termination ofservice, (iv) DO liability under Title
IV ofERISA bas been incurred by Bell Atlantic or any Bell Atlantic ERISA.Affiliate that bas
not been satisfied in full, and no condition exists that presents a material risk to Bell Atlantic
or any Bell Atlantic ERISA Affiliate of incurring any such liabili,ty (other than PBGC
premiums), (v) all contributions or other amounts due from Bell Atlantic or~yBell Atlantic
ERISA Affi1iate with respect to eachBellAtlantic P[anhave been paid in full, (vi) neither Bell
Atlantic norany BellAtlantic ERlSAAftiliate has engaged inatransaction inconnection with
which Bell Atlantic or any of its Subsidiaries could reasonably be expected to be subject to
either a civil penalty assessed pursuant to Section 409 or 502(i) ofERISA or a tax imposed
pursuant to Section 4975 or 4976 of the Code, (vii) to the best knowledge of Bell Atlantic
there are no pending, threatened or anticipated claims (other than routine claims for benefits)
by, onbebalfofor againstany BellAtlantic Plan orany trusts related thereto, and (viii) neither
the execution and delivery of this Agreement nor the consummation of the transactions
contemplated hereby will (A) result inany payment (including, without limitation, severance,
unemployment compensation, golden parachute or otherwise) becoming due to any director
or any employee ofBell Atlantic or any of its Subsidiaries under any Bell Atlantic Plan or
othetwise, (B) materially increase any benefits otherwise payable under any Bell Atlantic
PlanG or (C) result in any acceleration ofthe time ofpayment or vesting ofany such benefits.

(b) For purposes of this Agreement,"Bell Atlantic Plan" shall mean each
deferred compensation, bonus or other incentive compensation, stock purchase, stock option
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or other equity compensation pl~ program, agreement or arrangement; each severance or
termination pay, medical, surgical, hospitalization, life insurance orother"welfare" plan, fund
or program (within the meaning ofsection 3(1) ofERlSA); each profit-sharing, stock bonus
or other "pension" pl~ fund or program (within the meaning ofsection 3(2) ofERlSA); each
employment, termination orseveranceagreement; and eachotheremployeebenefitplan, fund,
program, agreement orarrangement, ineach case, that is sponsored,maintainedorcontributed
to or required to be contributed to by Bell Atlantic or by any Bell Atlantic ERISA Affiliate
orto which Bell Atlantic orany Bell Atlantic ERISAAffiliate is party, whetherwritten ororal,
for the benefit of any employee or f011Der employee of Bell Atlantic or any Bell Atlantic
ERISA Affiliate.

SECTION 5.12 - Labor Matters. Neither Bell Atlantic nor any ofits Subsidiaries is
the subjectofany material proceedingasserting that itorany ofits Subsidiarieshas committed
an unfair labor practice or is seeking to compel it to bargain with any labor union or-labor
organization nor is there pending or, to the actual knowledge of its executive officers,

. threatened in writing, nor has there been for. the past five years, any labor strike, dispute,
walkout, work stoppage, slow-down or lockout involving it or any of its Subsidiaries, except
in each case as is not, individually or in the aggregate, reasonably likely to have a Material
Adverse Effect on Bell Atlantic.

-
SECTION 5.13 - Environmental Matters. Except for such matters that, individually

or in the aggregate, arc not reasonably likely to have a Material Adverse Effect on Bell
Atlantic: (i) each.of Bell Atlantic and its Subsidiaries has complied with all applicable
Environmental Laws (as defined below); (ii) the properties cumntly owned or operatedby it
or any of its Subsidiaries (including soils, groundwater, surface water, buildings or other
stru£tures) are not.contaminated with any Hazardous Substances(as defined below); (iii) the
properties formerly owned or operated by itor any o(fts SubSidiaries were not contaminated
with Hazardous Substances during the period ofownership or operation by it or my of its
Subsidiaries; (iv) neither it nor any ofits Subsidiaries is subject to liability for any Hazardous
Substance disposal or contamination on any third party property; (v) neither it nor any
Subsidiary has been associated with any release or threat of release of any Hazardous
Substance; (vi) neithar it nor any Subsidiary has received any notice, demand, letter, claim or
request for information alleging that it or any of its Subsidiaries may be in violation of or
liable under any Environmental Law (including any claims relating to electromagnetic fields
ormicrowave transmissions); (vii) neither it norany ofits Subsidiaries is subjectto any orders,
decrees, injunctions or other arrangements with any Governmental Entity or is subject to any
indemnity or otheragreement with any third party relating to liability under any Environmen
tal Law or relating to Hazardous Substances; and (viii) .there are not circumstances or
conditions involving it or any of its Subsidiaries that could reasonably be expected to result
in .any claims, liability, investigations, costs or restrictions on the ownership, use, or transfer
ofany ofits properties pursuant to any Environmental Law.
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-....• No representation is made by Bell Atlantic in this Section 5.13 for which
neither Bell Atlantic nor any of its Subsidiaries is (or would be, ifa claim were brought in a
formal proceeding) a named defendant, but as to which Bell Atlantic orany ofits Subsidiaries
may be liable fOT an allocable share of any judgment rendered pursuant to the POR. No
representation is made by Bell Atlantic in subsection (i) ofthis Section 5.13 as to properties
owned, leased or operated by AT&T or any of its Subsidiaries except for suCh properties
which~ or at any time since November 1, 1983 were, owned, leased or operated by Bell
Atlantic or any of its Subsidiaries.

SECTION 5.14 - BoardAction: Yote Required (a) The Board ofDim:tors ofBell
Atlantic has unanimously determined that the transactions contemplated by this Agreement
and the Option Agreements are in the best interests ofBell Atlantic and its stockholders and
has resolved to recommend to such stockholders that they vote in favor thereof.

(b) lbe approval ofthe CertificateAmendment byamajority ofthe votes entitled
. to be cast by all holders of Bell Atlantic Common Stock and the approval of the Stock

Issuance pursuant thereto by a majority ofthe votes cast thereon, provided tbatthe total votes
cast thereon represents over 50% in interest ofall securities ofBell Atlantic entitled to vote
thereon, are the only votes of the holders of any class or series of the capital stock of Bell
Atlantic required to approve.this Agreement, the Merger, the Certificate Amendment, the
Stock Issuance and the other transactions contemplated hereby.

SECTION 5.15 - Opinions ofFinancial Advisors. Bell Atlantic bas received the
opinions ofBear, Stearns & Co. Inc. ("Bear Steams") and Menill Lynch, Pierce, Fenner &
Smith Incorporated ("Menill Lynch"), each dated July 21, 1998, to the effect that, as ofsuch
date, the Exchange Ratio is fair from a financial po~~ofview to the holders ofBeD Atlantic
Common Stock.

SECTION 5.16 - Brokers. Except for Bear Steams, Merrill Lynch and Morgan
Stanley Dean Witter, the arrangements with which have been disclosed to GTE prior to the
date hereof, whichhave been eogagedbyBell Atlantic, no brom, finderor investmentbanker
is entitled to any brokerage, finder's, investment banking or other fee or commission in
connectionwith the transactions contemplated by this Agreement and theOptionAgreements
based upon arrangements made by or on behalfofSell Atlantic or any ofits Subsidiaries.

SECTION 5.17 - Tax Matters. Except as set forth in Section 5.11 ofthe Bell Atlantic.
Disclosure Schedule:

(a) All material federal, state, local and foreign TaxReturns required tohave been
filed by Bell Atlantic or its Subsidiaries have been filed with the appropriate governmental·
authorities by the due date thereof including extensions;
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(b) The Tax Returns referred to in subpart (a) of this Section 5.17 correctly and
completely reflect all material Tax liabilities ofBell Atlantic and its Subsidiaries required to
be shown thereon;

(c) All material Taxes shown as due on those Tax Returns referred to in subpart
(a) of this Section 5.17, as well as any material foreign withholding Taxes impOsed on or in
respect ofany amounts paid to or by Bell Atlantic or any of its Subsidiaries, whether or not
such amounts or withholding Taxes are refeIred to or shown on any Tax Returns referred to
in Section 5.17 (a) hereof: have been fully paid or adequately reflected as a liability on Bell
Atlantic's or its Subsidiaries' :financial statements included in the Bell Atlantic SEC Reports;

(d) With respect to any prior periodforwbichTaxR.etums have notyetbeen filed,
or for which Taxes arc not yet due orowing, Bell Atlantic and its Subsidiaries have made due
and sufficiellt accruals for such Taxes in their respective boqks and records and financial
statements;

(e) Neither Bell Atlantic nor. any of its affiliates has taken, agreed to take or
omitted to take any action that would prevent or impede the Merger from qualifying as a tax
free reorganization under Section 368 of the Code;

(f) No deficiencies for any Taxes havebeenproposed, assertedorassessed against
Ben Atlantic or any of its Subsidiaries that are not adequately reserved for under GAAP,
except for deficiencies that individually or in the aggregate wotJIdnothave aMaterial Adverse
Effect on Bell Atlantic; and

(g) ,eBell Atlantic is not aware ofany mat~~ lienS for Taxes upon any assets of
Bell Atlantic or any ofits Subsidiaries apart from liens for Taxes not yet due and ~yable.

SECTION S.IS-Intellectual Property.

(a) As used in this Agreement, "Bell Atlantic Intellectual Property" means all of
thefollowing wbicharenecessaty to conduct the businessofBellAtlantic audits Subsidiaries
as presently conducted or as CUlTeDtly proposed to be conducted: (i) trademarks, trade dress,
semce marks, copyrights, logos, trade names, corporate names and all registrations and
applicatiODs to register the same; (ii) patents and pendingpatent applications; (iii) Computer
Software; (iv) all teclmology, know-how and trade secrets; and (v) all material licenses and
agreements to which Bell Atlantic or any ofits Subsidiaries is a party which relate to any of
the foregoing.

(b) Bell Atlantic or its Subsidiaries owns or hasthe right to use, sell or license all
BeD Atlantic Intellectual Property, free and clear of all liens or encumbrances, and all
registrations ofBell Atlantic Intellectual Property arc valid and enforceable and have been
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duly recorded and maintained, except, in· each case, as would no~ individually or in the
aggregate, have a Material Adverse Effect on Bell Atlantic.

(c) To the knowledge of Bell Atlantic, the conduct of Bell Atlantic's and its
Subsidiaries' business and the use ofthe Bell Atlantic Intellectual Property does not materially
infringe, violate ormisuse any intelleCtual property rights or any other proprietary right ofany
person or give rise to any obligations to any person as a result ofco-authorship, and neither
Bell Atlantic nor any of its Subsidiaries bas received any notice, not satisfactorily resolved,
ofany claims or threats that Bell Atlantic's or its Subsidiaries' use ofany ofthe Bell Attmtic
Intellectual Property materially infringes, violates or misuses, or is otherwise in conflict with
any intellectual property orproprietary ripts ofany third party or that any oftbe Bell Atlantic
InteUectual Property is invalid or unemorceable that would, individually or in the aggregate,
have a Material Adverse Effect on Bell Atlantic.

(d)" Bell Atlantic and its Subsidiaries have used reasonable efforts to maintain the
confidentiality oftheir trade secrets and otherconfidential Bell Atlantic Intellectual Property.

(e) Bell Atlantic has undertaken a concerted effort to ensure that all of the
Computer Software, computer fumware, computer hardware (whether general or special
purpose), and other similar or. related items of automated, computerized, and/or software
system(s) that are to be used or relied on by Bell Atlantic or by any ofits Subsidiaries in the
conduct oftheir respective businesses will not malfunction, will not cease to function, will not
generate incorrect data, and will not provide incorrect results when processing, providing
and/or receiVing (i) date-related data intoandbetween the twentieth and twenty-firstcenturies
and (ii) date-related data in connection with any valid date in the twentieth and twenty-first
centuries. Bell Atlantic reasonably believes~!~.effort will be successful,_

SECTION 5.19 - Insurance. Except as set forth in Section 5.19 ofthe Bell Atlantic
Disclosure Schedule, each ofDell Atlantic and each ofits Significant Subsidiaries is, and has
beencontinuously since January 1, 1987 (or such laterdate as such SignificantSubsidiarywas
orgaDized or acquired by Bell Atlantic), insured with financially responsible insurers in such
amounts and against such risks and losses as are cust0JD8I)' for companies conducting the
business as CODducted by Bell Atlantic and its Subsidiaries during such time period. Except
as set forth in Section 5.19 ofthe Bell Atlantic Disclosure Schedule, since January 1, 1995,
neither Bell Atlantic nor any of its Subsidiaries has received notice of cancellation or
termination with respect to any material insurance policy ofBell Atlantic or its Subsidiaries.
The insurance policiesofBell Atlantic and its Subsidiaries arc valid and enforceable policies.

SECTION520-OwnershipofSecurities. As ofthe dateherco~ neitherBell Atlantic
nor, to BeUAtlantic's knowledge, any ofits affiliates or associates (as such terms are defined
under the Exchange Act), (a) (i) beneficially owns, directly or indirectly, or (ti) is party to any
agrcemen1, arrangement or understanding for the purpose of acquiring, holding, voting or
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disposing of, in each case, shares of capital stock of GTE, which in the aggregate represent
1()GIO ormore ofthe outstanding shares ofOTE Common Stock (otberthan shares held by Bell
Atlantic Plans and the OTE Option Agreement), nor (b) is an "interested stockholder" ofOTE
within the meaning ofSection 912 ofthe NYBCL. Except as set forth in Section 5.20 of the
Bell Atlantic Disclosure Schedule, Bell Atlantic owns no shares of GTE Common Stock
described in the parenthetical clause ofSection 2.2 (a) hereofwhich would be'canceled and
retired without consideration pursuant to Section 2.3 <a) hereof.

SECTION 5.21 - Certain ContrQCts. (a) All contracts described in Item 601(bXIO)
ofRegulation S.K to which Bell Atlantic or its Subsidiaries is a party or may be bound ("Bell
Atlantic Contracts") have been filed as exhibits to, or incorporated by reference in, Bell
Atlantic's Annual Report on Form 10-K for the year ended December 31, 1997. All Bell
Atlantic Contracts are valid and in full force and effect OD the date hereofexcept to the extent

. they have previously expired in accordance with their terms or ifthe failure to be in full force
and effect, individually and in the aggregate would not reasonably be expected to have a

. Material Adverse Effect onBell Atlantic. Neither Bell Atlantic norany ofits Subsidiaries has
violated any provision of, or committed or failed to perform any act which with or without
notice, lapse of time or both would constitute a default under the pro~isions of, any Bell
Atlantic Contract, except in each case for those Bell Atlantic Contracts which, individually
and in the aggregate, would n9.t Iea$Onably be ~pected to result in a Material Adverse Effect
on Bell Atlantic.

(b) Set forth in Section 5.21 ofthe Bell Atlantic Disclosure Schedule is a list of
eachcontraet, agreement or arrangement to which Bell Atlantic or any of its Subsidiaries is
a party or may be bound which is an arrangement limiting or restraining Bell Atlantic, GTE,
any Bell Atlantic or GTE Subsidiary or any successor thereto from engaging or competing in
any business which has, or could reasonably be expected to have in the foreseeable future, a
Material Adverse Effect on Bell Atlantic or, to Bell Atlantic's knowledge, on GTE.

SECTION 5.22 - Merger Subsidiary. Bell Atlantic and Merger SubsidiaIy represent
and warrant to OTE as follows:

(a) DrrtzniWtion andCorporate Power. Merger Subsidiary is a corporation duly
incorporated, validly existing and in good standing under the laws ofthe State ofNew York.
Merger Subsidiaty is a direct, wholly owned subsidiary ofBell Atlantic.

(b) CorporateAuthorization. Merger Subsidiarybasall requisite corporatepower
and authority to enter into this Agreement and to COIlSllTDmate the transactions contemplated
hereby. The execution, delivery andperfonnancebyMergerSubsidiaryofthisAgreementand
the consummation by Merger Subsidiary of the transactions contemplated hereby have been
duly authorized- by all necessary colpOrate action on the part of Merger Subsidiary. This
Agreementhasbeen duJy executedand delivered by Merger Subsidiary and constitutes a valid
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and binding agreement of Merger Subsidiary, enforceable against it in accordance with its
t~ exceptas suchenforceability maybe limitedbybankruptcy, insolvency, reorganization,
moratorium and other similar laws relating to or affecting creditors generally, by general
equity principles (regardless ofwhether such enforceability is considered in a proceeding in
equity or at law) or by an implied covenant ofgood faith and fair dealing.

(c) Non Contrgvention. The execution, delivery and performance by Merger
Subsidiaryofthis Agreementandthe coDSUmmationby Merger Subsidiaryofthe transactions
contemplated hereby do not and will not contravene or conflict with the certificate of
incorporation or by-laws ofMerger Subsidiary.

(d) No Business Activities. Merger Subsidiary bas not conducted any activities
other than in connection with. the organization of Merger Subsidiary, the negotiation and
execution ofthis Agreement and the consummation ofthe transactions contemplated hereby.
Merger Subsidiary has nO Subsidiaries. .

ARTICLE VI - CONDucr OF BUSINESSES
PENDING THE :MERGER

-
SECTION 6.1 - Transition PIQ1J1ling. Ivan G. Seidenberg and Charles R. Lee, as

ChiefExecutive Officers ofBell Atlantic and GTE, respectively,joindy shall.be responsible
for coordinating all aspects oftransition planning and implementation relating to the Merger
and the other transactions contemplated hereby. If either such person ceases to be Chief.
Executive Officerofhis iespective company for any reason. such person's successor as Chief
Execunve Officer shall~e his predecessor's ·responsibilities under this Section 6.1.
During the periodbetweenthe datehereofandtheEffectiveT1D1e, Messrs. SeidenbergandLee
joiDtly shall (i) examine various altematives regarding the manner~ which to best organize
and manage .the businesses of Bell Atlantic and GTE after the Effective T1D1e, and (il)
coordinate policies andstrategieswith respect to regulatory authorities andbodies, in all cases
subject to applicable law.

SECTION 6.2 - Conducto/Business in the Ordinary Course. Each ofGTE andBell
Atlantic covenants and agrees that, subject to the provisions ofSections 7.16 and 7.17 hereof,
between the date hereofand the Effective Time, unless the other shall otherwise consent in
writing, and except as descn"bed in Section 6.2 of the Disclosure Schedules or as otherwise
expressly contemplated hereby, the business of such party and its Subsidiaries shall be
conducted only in, and such entities shall not take any action except in, the ordinary course
ofbusiness and in a manner consistent with pastpractice; and each ofOlE and Bell Atlantic
and their respective Subsidiaries will use their commercially reasonable efforts to preserve
substantially intacttheirbusiness organizations, to keep available the servicesofthose oftheir
present officers, employees and consultants who are integral to the operation of their
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businesses as presently conducted and to preserve their present relationships with significant
customers and suppliers and with other persons with whom they have significant business
relations. By way ofamplification and not limitatio~except as set forth in Section 6.2 ofthe
Disclosure Schedules or as otherwise expressly contemplated by this Agreement and the
Option Agreements, and subject to the provisions QfSections 7.16 and 7.17, each ofGTE and
Bell Atlantic agrees on behalfofitselfand its Subsidiaries that they will not, between the date
hereofand the Effective TDIle, diIectly or indirectly, do any ofthe following without the prior
written consent ofthe other:

<a) (i) except for (A) the issuance of shares of GTE Common Stock and Bell
Atlantic Common Stock inorder to satisfy obligations under the GTE Plans and Bell Atlantic
Plans ineffecton the date hereofand Bell Atlantic Equity Rights orGTE Equity Rights issued
thereunderand underexisting dividendreinvestmentplans, wbichissuances shallbeconsistent
with its existing policy and past practice; (8) grants of stock options with respect to GTE
Common Stock or Bell Atlantic Common Stock to 'employees in the ordinary course of

.- business and in amounts and in a manner consistent with past practice; and (C) the issuance
of securities by a Subsidiary to any person which is directly or indirectly wholly owned by
GTE or Bell Atlantic (as the case may be): issue, sell, pledge, dispose ot: encumber,
authorize, or propose the issuance. sale, pledge, dispositi~n, encumbrance or authorization of
any shares of capital stock ~~ any class, or any options, warrants, convertible securities or
other rights of any kind to acquire any shares of capital stock of, or any other ownership
interest~ such Party orany ofits Subsidiaries (excluding such as may arise upon the exercise
ofexisting rights); (ii) amend or propose to amend the Certificate ofIncorporation or.Bylaws
ofsuch Party (other than by Bell Atlantic as contemplated hereby) or any of its Subsidiaries
(other than wholly owned Subsidiaries)'Or adopt, amend orpropose to amend any shareholder
rights plan orrelated rights agreement; (ill) split, combine orreclassify any outstanding shares
ofGTE Common Stock and Bell Atlantic CoIrimoii"Stoc~ or declare, set-aside, or pay any
dividend or distribution payable in cash, stock, property or otherwise with respect to shares
of GTE Common Stock and Bell Atlantic Common Stock, except for cash dividends to
stockholders of GTE and Bell Atlantic declared in accordance with existing dividend policy
payable to stockholders ofrecord on the record dates consistently used in prior periods; (iv)
redeem, purchase orptherwise acquire or offer to redeem, purchase or otherwise acquire any
shares of its capital stoclc, except that each of GTE and Bell Atlantic shall be permitted to
acquire shares ofGlE Common Stock or Bell Atlantic Common Stock, as the case may be,
from time to time inopenmarket transactions, consistent with past practice and incompliance
with applicable law and the provisions ofany applicable employee benefit plan, program or
ammgement, for issuance upon the exercise of options and other rights granted, and the
lapsing of restrictions, under such Party's respective employee benefit plans, programs and
ammgements and dividend reinvestment plans; or (v) 'authorize or propose or enter into any
contract, agreement, commitment ormangement with respect to any ofthe matters prohibited
by this Section 6.2 <a);
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(b) (i) acquire (by merger, consolidation, or acquisition of stock or assets) any
corporation, partnership or other business organization or division thereof or make any
investment in another entity (other than an entity which is a wholly owned Subsidiary ofsuch
Party as ofthe date hereofand other than incorporation ofa wholly owned Subsidiary), except
for acquisitions or investments which do notexceed 5500,000,000 inthe aggregate for all such
acquisitions or investments in any 12-month period; (ii) except in the ordinaiy course of
business and in a manner consistent with past practice, sell, pledge, dispose of, or encumber
or authorize or propose the sale, pledge, disposition or encumbrance of any assets ofsuch
Party or any of its Subsidiaries, except for trcmsactions which do not exceed S5oo,ooo,000 in
the aggregate in any 12-monthperiod and provided further that, unless and until it is mutually
determined that pooling ofinterests accounting is not available for the Merger, no Party shall
make any dispositions in excess ofan aggregate ofS100,000,000 except for those dispositions
that the management ofeither party has determined, with the concmrence ofits independent
accountants,.to be either in the ordinary course of business or not in contemplation of the
Merger, and therefore not a disposition tobe measured, individUallyandin the aggregate with

. other dispositions, for material disposition of asset purposes, as required by Accounting
Principals BulletinNo. 16 and the authoritative interpretatiom thereto; or(iii) authorize, enter

. .

into or amend any contract, agreement, commitment or arrangement with respect to any oftbe
matters prohibited by this Section 6.2(b);

(c) incur indebtedness if, following the taking of such action, it is reasonably
anticipated that such Party's outstanding senior indebtedness would be rated by Standard &
Poor's at lower than A-, in the case ofGTE, or at lower than A, in the case ofBell Atlantic.

(d) enter into (i) leveraged derivative contracts (defined as contracts that use a
factor to multiply the underlying index exposure) or (ii) other derivative contracts except for
the purpose of hedging known interest rate and foreign exchange exposures or otherwise
reducing such party's cost offinancing;

(e) take any action with respect to the grant ofany severance or termination pay.
stay bonus, or other incentive arrangements (otherwise than pursuant to any GTE Plan, Bell
Atlantic Plan (collectively with all GTE Plans, "BenefitPlans") or any policies, arrangements
and agreements ofsuch Party which were in effect on, or offeredorapproved to be offered by
the board ofdirectors or senior management ofthe respective Party prior to, the date hereof,
or pursuant to any renewal or extension subsequent to the date hereofof the duration of the
term ofany such Benefit Plans, policies, arrangements oragreements), or with respect to any
increase in benefits payable under its severance or termination pay policies, or stay bonus or

. other incentive arrangements in effect on the date hereof;

provided, however, that this subsectionshall notprohibitGTE orBell Atlantic
or their respective subsidiaries from taking any actions whatsoever that are described in this
Section 6.2(e) if (i) such actions are not Merger-related and are in amoUDts not materially
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greater than past practice or as otherwise required by Legal Requirements or applicable
provisions ofthe plan, policy or arrangement, and the Party taking such action consults with
the other party (where such consultation is reasonable and practicable) reasonably inadvance
ofany such action, or [ti) such actions are Merger-related, are taken to meet business needs,
areconsistentwith competjtive market practicesoflarge data transmissionortelecommunica
tions companies, and the other Party gives its consent to such actions (such conSent not to be
unreasonably withheld after being consulted by the Party proposing such action (where such
consultation is reasonable and practicable) reasonably in advance ofany such action);

provided, further, that on and after the date hereof: each of GTE and Bell
Atlantic will use its best efforts in good faith to develop and adopt within 60 days ofthe date
hereof, inconcert with the other, a common setofprinciples and guidelines for the design and
implementation ofmerger-related retention incentives and severance benefits for the purpose
of enabling the respective companies to implement complementary plans, programs.and
arrangements, utilizing best competitive practices whlch each believes will facilitate the

.convergence of the benefits and employment practices and policies of the Parties and their
respective subsidiaries during the period culminating in the Effective Time, and as soon as
practicable after such adoption, each such Party shall comply, and cause their respective
subsidiaries to comply, with such principles and guidelines (and any amendments thereto
which are mutually agreed by~e Parties thereafter);

(f) take any action with respect to increases in employee compensation, or make
any payments under any GTE Plan or any Bell Atlantic Plan, as the case may be, to any
c:fuector or employee of, or independent contractor or consultant to, such Party or any of its
Subsidiaries, adopt or otherwise materially amend (except for amendments required or made

. .

advisable by Legal Requirements) any GTE Plan or Bell Atlantic Plan, as the case may be, or
enter into oramend any employment or consultiiig-agIeement, or grant or establish any new
awards under any such existing GTE Plan or Bell Atlantic Plan or agreement;

provided, howeYex, that this subsection shall not prohibit GTE or Bell Atlantic
or their respective subsidiaries from taking any actions whatsoever that are described in this
Section 6.2(f) if (i) such actions are not Merger-related and are in amounts not materially
greater than past practice or as otherwise requiJed by Legal Requirements or applicable
provisionsofthe plan, policy orarrangement, and, except inthe caseofincreases in employee
compensation in the ordinary course ofbusiness consistentwithpast practice, the Party taking
such action consults with the other Party (where such consultation is reasonable and
practicable) reasonably in advance ofany such action, or (ii) such actions are taken to meet
business needs, are consistentwith competitive market practices oflarge data transmission or
telecommunications companies, and the other Party gives its consent to such ~ons (such
consent not to be umeasonably withheld after being consulted by the Party proposing such
action (where such consultation is reasonable and practicable) reasonably in advance ofany
such action); .
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,.• (g) change in any material respect its accounting policies, methods or procedures
except as required by GAAP;

(h) take any action which it believes when taken could reasonably be expected to
adversely affect or delay in any material respect the ability ofany ofthe Parties to obtain any
approval ofany Governmental Entity required to consummate the transactions contemplated
hereby;

(i) other than pursuant to this Agreement, take any action to cause the .shares of
their respective Common Stock to cease to be quoted on any ofthe stock exchanges onwhich
such shares are now quoted;

0) (i) other than as consistent with past practice, issue SARS, new performance
shares, restricted stock, orsimilarequity based rights; (li) materially modify (with materiality
to be determined with respect to the Benefit Plan in question) any actuarial cost method,

. assumption or practice used in determining benefit obligations, annual expense and funding
for any Benefit Plan, except to the extent required by GAAP; (iii) materially modify (with
materiality to be determined with respect to the Benefit Plan trust in question) the investment
philosophy ofthe Benefit Plan trusts or maintain an asset allocation which is not consistent
with such philosophy, subject to any ERISA fiduciary obligation; (iv) subject to any ERISA
fiduciary obligation, enter into any outsourcing agreement, ot' any other material contract
relating to the Benefit Plans or management of the Benefit Plan trusts, provided that Bell
Atlantic and GTE may enter into any such contracts that may be terminated within two years;
(v) offer any new or extend any existing retirement incentive, "window" or similar benefit
program; (vi) grant any ad hoc pension increase; (vii) establish any new or fund any existing
"rabbi" orsimilar trust (except in accordance with the current terms ofsuchtrust), or enter into
any other ammgement for the purpose of Securing non-qualified benefits _or' deferred
compensation; (viii) adopt any corporate owned life insurance program; or (iX) adoptor
implement any "split dollar" life insurance program;

provided, however, that this subsection shall not prohibit GTE or Bell Atlantic
or their respective s@sidiaries from taJdng any actions whatsoever that are described in this
Section 6.20) (with the exceptionofclause OXi}) ifsuch actions are in amounts not materially
greater than past practice or as otherwise requirC:d by Legal Requirements or applicable
provisions ofthe plan, policy or arrangement, and the Party taking such action consults with
the other Party (where such consultation is reasonable and practicable) reasonably in advance
ofany such action; or

(k) take any action which it believes when taken would cause its representations
and warranties contained herein to become inaccurate in any material respect.
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GTE and Bell Atlantic agree that any written approval obtained under this Section 6.2
may be relied upon by the other Party if signed by the Chief Executive Officer or any other
executive officer ofthe Party providina such written approval.

SECTION 63 - No Solicitation. (a) From and after the date hereof, Bell Atlantic
shall not, nor shall it permit any ofits Subsidiaries to, nor shall it authorize or Pennit any of
its officers, directors or employees or any investment banker, financial advisor~ attorney,
accountants or other representatives retained by it or any of its Subsidiaries to, directly or
indirectly through another person, (i) solicit, initiate or encourage (including by way of
fumishing information), or knowingly take any other action designed to facilitate, any
AltemativeTransaction (ashereinafterdefined) or(li)participate inany discussions regarding
any Alternative Transaction; provided, however, that it: at any time prior to approval ofthe
StockIssuanceand the CertificateAmendmentby the holders ofBeDAdanticCommonStock,
the Board ofDirectors ofBeD Atlantic determines in good faith, after receipt ofadviCe from
outside counsel, that the f8llure to provide such information orParticipate in such negotiations

. or discussions would result in a reasonable possibility that the Board of Directors of Bell
Atlantic wouldbreach their fiduciary duties to stockholders underapplicable law, BellAtlantic
may, in response to any such proposal that has been determined by it to be a Bell Atlantic

. Superior Proposal (as defined in Section 7.2(b», that was not solicited by it and that did not
otherwise result from a bieachofthis Section 63(a), and subject:to Bell Atlantic giving G1E
at least two business days written notice ofits intention to do so, (x) furnish information with
respect to Bell Atlantic and its Subsidiaries to any person pursuant to a customary confidenti
ality agreement containing terms no less restrictive than the terms of the Nondisclosure
Agreement dated July 19, 1998 enteIed into between Bell Atlantic and GTE (the
"Nondisclosure Agreement"), provided that a copy of all suCh information is delivered
~ultaneously to GTE, and (y) participate in negotiations regarding such proposal. Bell
Atlantic shall promptly notify GTE orally and in writiDg ofany request for information or of
any proposal in connection withanAltemative Transaction, the~ terms and conditions
ofsuch request or proposal (including a copy thereof, ifin writing, and all other documenta
tion and any related correspondence) and the identity ofthe person making such request or
proposal. Bell Atlantic willkeepGTEreasonably informedofthe statusanddetails (including
amendments or proposed amendments) ofsuch request or proposal on a current basis. Bell
Atlantic shall immediately cease and terminate any existing solicitation, initiation,
encomagement:, activity, discussion or negotiation with any persons conducted heretofore by
Bell Atlantic or its representatives with respect to the foregoing. Bell Atlantic (i) agrees not
to release any Third Party (as defined below) from, or waive any provision of, or fail to
enforce, any standstill agreement or similar agreements to which it is a party related to, or
which couldaffect, an Alternative Transaction and agrees that GTE shallbe entitled to enforce
Bell Atlantic's rights and remedies WIder and in connection with such agreements and (ii)
acknowledges that the provisions of clause (i) are an important and integral part of this
Agreement. Nothing contained in this Section 6.3(a) or Section 7.2 shall prohibit Bell
Atlantic (i) from taking and disclosing to its stockholders a position contemplated by Rule
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